STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* k *k k%

)
In the matter, on the Commission’s own motion, )
establishing the method and avoided cost calculation )
for UPPER PENINSULA POWER COMPANY to fully) Case No. U-18094
comply with the Public Utility Regulatory Policies )
Act of 1978, 16 USC 2601 et seq. )

)

At the January 23, 2018 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Sally A. Talberg, Chairman
Hon. Norman J. Saari, Commissioner
Hon. Rachael A. Eubanks, Commissioner

ORDER APPROVING SETTLEMENT AGREEMENT

The Commission opened this docket in an order issued on May 3, 2016 (May 3 order), and
directed Upper Peninsula Power Company (UPPCo) to file proposed avoided cost calculation
methods and costs in accordance with the requirements of the Public Utility Regulatory Policies
Act of 1978, PL 95-617; 92 Stat 3117 (PURPA) and the May 3 order.

On June 17, 2016, UPPCo filed an application requesting approval of its “Full Requirement
Contract Methodology” for determining avoided costs. Administrative Law Judge Suzanne D.
Sonneborn (ALJ) held a prehearing conference on July 21, 2016. The Environmental Law &
Policy Center, Ecology Center, Solar Energy Industries Association, and Vote Solar (collectively)
and the Commission Staff participated in the proceedings. On September 28, 2017, the

Commission issued an order which: (1) approved an avoided capacity cost for UPPCo equal to the



company’s contract capacity price at the time the PURPA contract is entered into, with an
adjustment for effective load carrying capability applied to the qualifying facility (QF);
(2) directed UPPCo to file its next PURPA application by February 1, 2019; (3) adopted a 10-year
planning horizon for determining whether UPPCo requires additional capacity and, if so, requires
the company to purchase capacity from QFs; (4) for energy payments, approved the use of
locational marginal price (LMP) at the time of delivery or based on forecasted LMP, at the option
of the QF; (5) found that the avoided costs approved in the order should apply to new and
renegotiated PURPA contracts only; (6) adopted the same avoided cost methods for the Standard
Offer tariff described above; (7) approved a design capacity for the Standard Offer of one
megawatt; and (8) approved contract terms of five, 10, 15, and 20 years, at the option of the QF,
for the Standard Offer. The Commission noted, however, that the LMP prices in the record were
only forecasted for 10 years. The Commission therefore reopened the record for the limited
purpose of receiving evidence on the forecast of LMP, at an appropriate node, for 20 years. In
addition, the parties were directed to file proposed Standard Offer tariffs.

A second evidentiary hearing was conducted on November 9, 2017. Subsequently, the parties
submitted a settlement agreement resolving the remaining issues in the case.

The Commission has reviewed the settlement agreement and finds that the public interest is
adequately represented by the parties who entered into the settlement agreement. The Commission
further finds that the settlement agreement is in the public interest, represents a fair and reasonable

resolution of the remaining issues in this proceeding, and should be approved.
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THEREFORE, IT IS ORDERED that:

A. The settlement agreement, attached as Exhibit A, is approved.

B. The tariff sheets, attached as Attachment 1 to the settlement agreement, are approved.

C. Within 30 days of the date of this order, Upper Peninsula Power Company shall file tariff

sheets substantially similar to those attached to the settlement agreement.

The Commission reserves jurisdiction and may issue further orders as necessary.
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Any party desiring to appeal this order must do so by the filing of a claim of appeal in the
Michigan Court of Appeals within 30 days of the issuance of this order, under MCL 462.26. To
comply with the Michigan Rules of Court’s requirement to notify the Commission of an appeal,
appellants shall send required notices to both the Commission’s Executive Secretary and to the
Commission’s Legal Counsel. Electronic notifications should be sent to the Executive Secretary at

mpscedockets@michigan.gov and to the Michigan Department of the Attorney General - Public

Service Division at pungpl@michigan.gov. In lieu of electronic submissions, paper copies of

such notifications may be sent to the Executive Secretary and the Attorney General - Public

Service Division at 7109 W. Saginaw Hwy., Lansing, M1 48917,

MICHIGAN PUBLIC SERVICE COMMISSION

Sally A. Talberg, Chairman

Norman J. Saari, Commissioner

Rachael A. Eubanks, Commissioner

By its action of January 23, 2018.

Kavita Kale, Executive Secretary
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EXHIBIT A





























